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Thank you so very much for conwmenting on our new proposed legisiative rule, 112 C8R 186,
eporting and Clalming Unknown and Unlocatable interest Ouners Reserved frebe arasts. Your
comments truly helped us better understand the issues,

53

Each of us have somawhat differing inferesis in this matter. The interests of the State
Treasurer’s Offices are 10 make avery offort w ensure the nightful owners receive thetr property
a5 gxpaditiously as possible andto makesyre the ﬂ’i?‘{:u‘id"’ﬂ avallable funds are remitted to the
O andd Gas Reclarmation Fund and the Public Employees Insurance Agency Stability Fund, while
complying with the law, Mr. Melahon seals to proteet the surface pwihers; Mr. Clark seeks o
grotect the variows compantes engaged in the of and ps Industry In ' West Virginda, We spught
vous comments because of the differing interasts of o and your clisnts,

AZGURER JOsR STOWERS
ASSIETANT BRaYE TREASURER



fuly 27, 2018
Page bwi

When revigwing and considering vour commants, we ook great care 1o take each ene inthe
contet offered, as well a5 the potential impact on all of our interests. Glven the tims frane
today, | am anable to respond to sach of your comments, hut will do so this weekend and send
yoru @ spectic response by Tuesday, July 31, 2018,

As vou will note, we have dramatically revised the proposed rule bacauss we believs that many
of vour commaents were appropriste and improvements. Some of vour comments we felt were
pavond the authority pranted (o this Offles by fawe As you will also note, we did not include
some of your comments because we digh not view thern as the right thiog e de.

W o ot expect that yvou will necsssarily agree with the revisions made or not mads.
However, we would ke the opportunity to mestin the next couple of weeks to discuss these
issues. Then when the Legislative Rulermaking Review Commitiae mests, we will alf better
understand each other angd may be able 1o ggree on adaitional revistons,

Thank Vou again for your comments and for vour interests. We truly agpteciate themy

Sinceraly,

General Counset

0§/ wih



West Virginia

Surface Owners Rights Organization

1500 Dixie Street, Charleston, West Virginia 25311
Voice/ VoiceMail 304-346-5891
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Written Comments on
West Virginia Treasurer Proposed Rule 112 C.S.R. 16
"Reporting and Claiming Unknown and Unlocatable Interest Owners Reserved Interests.”

Comment on Proposed §112-16-4.

It is not apparent from the language of the proposed rule or its enabling legislation why
any presumption or other determination of "abandonment" is relevant to these tunds. The author
of these comments is not familiar with the UUPA. But these funds are held, and then either
returned to the mineral owner or forwarded to the two funds stated in the statute and all of this is
provided in the four corners of the statute. One is the Oil and Gas Reclamation Fund which is
near and dear to the members of WVSORO. If making the funds "abandoned" makes them go
anywhere else then this rule provision is not appropriate.

Comment on Proposed §112-16-5.3(a).

The WVSORQ has two concerns. The first is providing all the funds possible to the Oil
and Gas Reclamation Fund to plug orphaned wells. Exhibit F continas data and some pictures of
some of the 4000 orphaned wells that this fund needs to plug. Curent funding sources only plug
4 or 5 ayear! The first, an Upshur County picture, is only 85th on the list. The problem will get
worse as Marcellus shale production drives conventional drillers out of business and shuts in the
lower pressurc conventional wells.

The second concern of WVSORO is to be able to get some notice to the surface owner
that, after seven years, the surface owner(s) can file a court action to get title to the mineral
interest as well as future royalties. When drillers do their title work for the minerals and when
they do their leasing and when they do their permitting work and when they do their unit
declarations, they know obviously where the mineral tracts are located. Mineral tracts are not
universally or reliably mapped in West Virginia. However, the surface tracts are admirably, if
not perfectly, mapped by the State Tax Department. Drillers therefore in their mapping and other
paperwork (leases, unit declarations etc.) almost universally indicate the location of mineral
tracts by reference to the corresponding, overlying surface tax map and parcel numbers.

Attached as Exhibits A, B and C are the plats that three different operators submit with
the application to DEP for their well work permit to drill the well. The tax map and page
numbers are highlighted in orange. Attached as Exhibits D and E are two "unit declarations.”
These instruments show the mineral tracts all or parts of which are included in the "unit" to be
drained by one (or more) horizontal wells are filed in the county record rooms. Again as
highlighted in orange, they show in the later pages that the drillers have and use the surface tax
map and parcel numbers that closely if not perfectly correspond to the underlying mineral tracts.
And if the cotenancy provisions of HB 4268 the driller will know which mineral tracts those
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were and which corresponding overlying surface tract taxpayers should get the required notice in
seven years.

County records, most of which are available on line, would allow a member of the public,
or the Treasurer, to quickly find the name and mailing address of the person paying taxes on a
given surface tract identified by its map and parcel number. It is therefore very important, in
order to give the best possible chance for actual notice after seven years to the surface owner, for
the driller to also be required to provide to the Treasurer the (legible) tax map and parcel number
for each surface tract any portion of which overlies the mineral tract with unknown or
unlocatable owners in question. It would not be burdensome since they almost universally
already have that information. The treasurer could then use that in the publication, or even
better, very quickly send a letter to that person.

The parcel numbers can change over seven years' time as property is subdivided or joined.
It might be burdensome for the driller to have to continue to update that with each quarterly
report, so it may be that this requirement should be only the tax map and parccl identifications as
of the date of the first report. A quick review of county tax records should allow an update at the
time a letter is sent. The owners can also change over time but an up-to-date name and address
(only a year or two old) is available in real time in county records many of which are on line.

Further information not listed in the rule should be included. The treasurer is required to
give a public notice publication. =ty notice/publication needs to contain a map, and in addition a
description of the county, districtisShtershed and stream recognizable by the general public. The
rule should require the driller to prov1de the information making this possible.

The map should locate the property as per state road maps (not the one available at rest
stops, but those maintained by the highway department and used in other public notices).
Generally operators do actual on-the-ground surveys when putting together units, and those
mineral boundaries frequently track at least some of the surface boundaries and roads etc., so this
is not burdensome.

Similarly they have looked at the deeds giving rise to the ownership needed to lease. So

supplying additional information including a description of the county, district, watershed and :
stream recognizable by the general public should be required so something like this could be in [y

the publication. "Unknown heirs of John Smith were leased pursuant to [the statute] and their
oil, gas and minerals are situate in West Union District of Doddridge County on Laurel Fork of
Muddy Branch on the waters of Middle Island Creek and within and underlying all or part of the
surface tracts identificd on surface tax maps as West Union District Tax Map 7, Parcel 8 and
81"

Without these further descriptions and a map, the casual reader of a newspaper will have
no idea where the property is that is being advertised.

Comment on Proposcd §112-16-8. [

It is not stated from a reading 0T The statute or the rule where the interest that is earned on
the funds goes after three years. We believe, and urge, that it go to the fund to be given to the Oil
ad Gas Reclamation Fund and PEIA and that should be stated.

Comment on Proposed §112-16-9. (™
First, this section uses the term property”. That is confusing to a first time reader. It
may have come from language in other Treasurer rules. But the only thing coming to the

2



treasurer pursuant to this rule and its enabling statute is funds. The ownership of the mineral real
property is taken care of by a quiet title action. It is suggested that the term "funds" be used
instead of "property".

Second, there does not appear to be a process for payment of claims or distributions 1o =<t
funds. Perhaps other statutes or rules provide this, but if not should something be provided. E

Comment on Proposed §112-16-13. ||

This section should be deleted &S unnecessary for the reasons set out in our comment on
|112-16-4. It purports to deal with property where "no taker" heirs can be located.

The oil and gas royalties, the personal property in the referenced code section, will never
accumulate beyond what is needed to pay claims. As required by the statute, the treasurer will
estimate that the funds in excess of those needed to pay claims will be distributed to the Oil and
Gas Reclamation Fund and the Public Employees Insurance Agency Stabilization Fund. So there
will be no funds for which there is "no taker".

The ownership of the mineral real property interest does not come to the Treasurer under
the statute. In any event, the ownership interest in real property should remain in its unknown
and unlocatable interest owner state of affairs until a surface owner figures it out and gets title as
provided in the Act. Since real property, including severed real property interests, is taxed in
West Virginia and will be sold for non-payment of taxes if taxes are not paid, there are probably
only two fact situations that result in these unknown and unlocatable property interests. The
most common is probably where one cotenant/heir (technically a "coparcener”) is paying taxes on
an interest that is also owned by a number of other cotenants/heirs. The other is where for some
reason or other the mineral interest in question is un-assessed -- usually a mistake when the
minerals and surface are severed and the assessor does not catch it. No harm in allowing this
state of affairs to remain the same, and the benefit is that the royalty continues to go to its
beneficial purposes until a surface owner shows up and brings suit.

TreasurerRulemakingComment2018-07-24DrafiDbme.wpd
Prepared by David B. McMahon, I.D.
1018 Kanawha Blvd, Suite 1200, Charleston, WV 25301

Voice/VoiceMail 304-415-4288,
E-mail: wvdavid@wvdavid.net
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DECLARATION - NGTICE OF UNITIZATION
AMENDED AND REVISED SMI27 NORTH #2°

TO:

“The Pariies Hsted on EXHIBIT YA, or thelr Surcessors-in-Jaterest

FROM:

EQT Production Company
625 Liberty Avenne

15" Floar

Pittshurgh, PA 15322

NOTICE. i hereby ghien that from the date Turned.in Line, in reasonsble judgment in
good faith, BQT PRODUCTION COMPANY, s Pennsylviinia corporation, has allteated the oil
ahd gis leasehold estates in the Tollowing described leases pitached heveio o5 Babibil A,
Dioddridge County, ‘West Virginis, to form a unit containing 257.7 acres, mote or lss, {the
“SMI27 North # 2 Unis”). The aforesaid lesses will panticipate in the allocation arca. in te
propartian shown s Exbibit A, o

Said eases are shown nind idetsified o the mp or plat attached hereto s Exhibit B and
miadé & part hereof entifled “BOT Produstion Company SME2ZT North #2 Usit”, Seale 1= 800°;
dated Deccruber 19,2013, ) ’

The wells incldod in this allocaion aréd are nwmbired 513163, 514138, and SI3162,
‘Nothing ¢oatained. herein shalf be construed to fimit ths sights of EQT Produstion Campany to

dovelop all formations asd/or stratin uder the sbove described lesses and o use the surface of
{he Jeased premises 35 nevessary to develap the sdue.

The remainder of this document was intetionally ef blank.
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IN WITNESS WHERE% EQT Pr, ion Company has caused its corporate name 1o be
subscribed a3 of this the l day of , 2014,

EQT PRODUCTION COMPANY

Karen Moreland
Iis: Title Supervisor

This Instrument Prepared By:
EQT Produétion Company
625 Liberly Avenue

15" Floor

Pittsburgh, PA 15222

CKNOWLEDGMENT
STATE OF PENNSYLVANIA;

COUNTY OF ALLEGHENY:

Before tne, Y| L STEGFRT | a Notary Public, on this day personally oppeared
Karen Moreland, Supervisor of Tite for EQT Production Company, a Pennsylvania
Corparation, and acknowledged to me that she executed the instrument above for the purposes
and consideration therein expressed as her free act and deed on behalf of said company. Given
under my hand and seal of office this _J 37 day of AJ¢ vEMARTIL 204,

Qs Jubod

Notag¥ Public ~

My Commission Expires: Ju!”':} 11, dalte

Declaration of Unitization SMI27 North #2 Unit

Page 2 0f2
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EXHIST A,
Attached roand made pint of thay Disciacation and Notice of Unitizaton
By £GT Producsion Lompany
ST Morivs 2 URET-
Dorigridgs County, West Virginia
LEASK DRI LESER ORMGINRE ASTER AEMSE DATE ” RECOIRING BEORMATION @t §§5& Sriticresgo ¢ Uni%
LB Knmm.\:nﬁwunu. . kS
1 popsen [MEVM MeReynolds | pp oon  (une20,1892| DB E Ragedls | Grant \\v\\%\\g\%\\ 1500001 0500 | 41L13%.
SouthPenag Of .
Cinopany. ) : . .
T I MicRmnakis and. e : \\§ )
LW RACKE g . . i g .90 .08%
105102 a4, McReyroids L. Mewman 10/33/1958 | OIS, Page 122 .aw.»..x | A4 134061 569 )
B ~ Martha L. Seoiih, ) 2
104930 | Guardlanof Charles 8, |  T.8. Hamiiton 871071901 DR 21.Page 394 | Granl % Z
Senyith . 751 3940 § 1539% |
104916 .§ Joseph LCacr, st 1.8, Hamilton 8/571801 U8 19, Page 163 | ‘Gramt VU ik \“ s3] ssap 21500 |
{ i Jotel 5170 | 100.00%
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AMENDED DECLARATION AND NOTICE QF POOLED UNIT

BRE ERISE T

This Amended Declaration and Notice of Poolad Uni:, {'Amendad Declaration”) is execuied to be
sfigctive as of dune 12, 2009, by the undersigned parties, who até the owhers of an interest in tha
lsasehold sstates created under those curiain off and gas leases and any renewals, extengions,
ratifications and emendments. thereof, which are more particutardy Usagdbed on Exnipi A" altached
herete and incorporated herein by relerence for all purposes (the “Leéses‘), of who are the owners of an
interest in the off and gas estate in the landy desctived in the Leasss, who jolrin the execulion hersof to
evidence their consent to the paolifig, unilization and sombination of the leases and oil.and gas estates
herein dascribed. This Amended Declaration sha!f amend and replace that éefain Declaration and Motice
of Ponigd Unit ~ Beett Barisford Unit recorded June 3. 2010, in the Recarder's Office of Walzel Dounty,
WY, Book 110A and Page 774. Specifcaly, this Amendad Declarslion amends the size of the Lnit
andior substiutas ona of both axhibits tharety,

REGCITALS

WHEREAS, each of the Leases authorizes the lesses thereunder fo post, unitize of combine aft
or 2 porfion of the lands covered thereby with oiher tand and leases, to form a nootad unit for the
exploration, development and production of off, gas and associated and copsiifuent hydrocacbons ffom
the fands coverad by the Leases; and

WHEREAS, the poofing, unitizatice and combination of the Leasss and oif and 9as estates t6 the

-extenl necessary to form the hereinafter described podled unit ars necessary snd advisable in the
judgment of the undarsigned 1o afficiently and effactively develop the off and gas rights within such unit,

WHERFEAS, Chesapeake Appalachia, L.L.O. is the Dperater of tha gas well(s) in 1he pooled unit
and execules this dogument on behalf of #self and a3 agent for 24 intecest ownsrs in the lgases to the
extent that they do not separately join in the execuiien hseof,

NOW, THEREFORE, in order to establish ond provide preper notice for the creation of tha
nerginaier described unit, the undsreigned hereby declare as follows:

a

i. Daclaration of Unit  In accordande with the provisions of the Lesses, the urdsrsigned do
hereby declare, pool, unilize and combine the Leases, including ail renewals, extensions, raiifinations and
smendments harsuf, and the lands coverad thereby and the oif and gas eslstes tharzin, in the extent
necessary o forim end create @ pooled unit 88 descdibed beiow, Produstion from the unit shat Be
gligcated among afl of the Leases and racts within the unit in the proporiion that the number of surface
acrEs of each leass and rect inciuded within the Unil baars 1o the total numbss of surface aeres. in the

unit, g2 described in Exhibit *4”,

2. Linit Name. Ths pooled unit created hereby shall bs known a2 the “Brett Barisford Unit® Cihe
Unit™y.
3. Besgriolion of Unit The Unit shal consist of 336.379366 nares, more or less, baing ali or &

poriion of the Leases fisted on Exhibit “A™ INSOFAR AND ONLY INSOFAR 4s tha Lasses fall within the




boundary more particularly described and depicted on Exhibit "B', which is attached herato and
incorporated herein by reference for all purposes. This Declaration and Notica of Pooled Unit covers all
production from the fands described on Exhibit “A” and Exhibit “B” which is produced from any well drilled

- within the Unit. To the extent of any inconsistency between the information contained on Exhibit A" and

that depicted on Exhibit "B", Exhibit "A" shall supersede and control.

4, Effect of Pooled Unit The effact of this Declaration and Notice of Pocled Unit shall be that
cperations andfor production (or the equivalent as in the case of shut-in payments) anywhere within the
Unit shalt be deemed to be operations andlor production on each separate Iract sufficient to extend and
maindain each included lease in the Unit.
5. Right to Amend. The undersigned hereby expressly reserve the right, from time to time, to
amend this Dectaration ard Natice of Pooled Unit, and the respective terms and pravisions hereof, and to
change the size and area of, and interests covered by the Unit, including without limitation, the powsr (i)
to change, reduce, enlarge or exiend the size or configuration of the Unit; {ii} to include in the Unit
additional lands and il and gas leases, or inferests in the lands described therein, covering interests in
the Unit, which are secured or oblained subsequent lo the date hereof, or prior o the date hereof and nat
included and described herein; (i) to inclide in the Unit fult or undivided interests in the Unit which are
not otherwise included herein by the respective owner of such full or undivided interests; and (iv) to
change the aliocation of oil and gas production atirlbutable to the various lands, leases and owners
thereof to conform with {f) ~ (ili) above.
6. Dissohution of Unit: The Unit formed hereby may be digsalved by Chesapeake Appalachia,
LLC,, acling as the Operator of the Unit, with the consent of the undersigned, at any time by filing an
appropriate instrument of record in Wetzel County, West Virginia, after any failure to establish unit
production or aftar cassation of operations upen the Unit.
7. Binding upon Assians and Successors: This instrument shall bind, inure to the benefit of, and
be exercised by heirs, assigns, and successors in interest of all parties.
8. Counterparts. This document may be executed in one or more counterparis, each of which wilt
be deemed to be an original for all purposes and all of which, when taken together, will be deemed to
constitute one and the same document as if all signatures were included thersin. The failure of one of
more of the signatory parties listed below to execute this instrument or 2 counterpart theresf shati net in
any manner affect the validity of same as to the parties who do exacute this instrument.
9 Effeclive Date: This Unit shall remain in force from the effective date listed hereinabove ang for
es long as oil and gas are being produced from the Unit, or so leng as the Leases are maintained in farce
and effect by payment of tender of shut-in royaities, or by other means, in accordance with the terms and
provisions of the Leases.

EXECUTED by the undersigned parties on the respactive dates of acknovdedgment hereof, & be

effective for all purposes as of the date first above written,



Chesapeake Appalachia, L.L
an Oklahoma limited iiabili

By: -

| Henry J. Hood, lor ice President -
Land and Leg neral Counsel W

CORPORATE ACKNOW! EDGMENT

STATE OF D%Qc-;homa., )
) 88:

county o __(&0akneme— )

On this, the !“'U"day of | ]gg@ , 20_t O, before me (% (LM %m&m*ﬁ , the
undersigned officer, personally appedred Hanry J, Hood, who acknowledged himself to Be the Senior Vice
Presidert — Land and Legsl & Generat Counsel of Chesapeake Aopalachia, LL.C., an Cklahoma limited
liability company, end that he as such Senior Vice President — Land and Leqal & General Counsel, being
authorized fo do so, executed the foregoing instrument for the purpose therein contained by signing the
name of the limited liability company by himself as Senjor Vice President — Land end Legal & General
Counsel.

IN WITNESS WHEREQF, | hereunto set my hand and officizl seal,

sat ey F- A - L
o, My Commission Expires: ___ 7~ &)1 ; | (ﬂ
PSRN 904%’1’:0,/ Signature/Notary Pubfic: _,-dl — l»)fn /
et Uy L Ti X ¢ -
.-3‘\ ,»"\.OTAQP._‘O £ Name/MNotary Public (print): __{n i vt /J?C!MMU
= w2
£ [ ®looosesy | 2
N s_iEXF'.omm« i 3
51-':‘? \._ Ay ng §
e N o
,, o

Statoil USA Onshore Properties Inc.

o,
e
1‘,’

“, Or orLP
¥, o
ammny

=,

By ZAl Ll St e .
M.K. Williams, Land Manager ~ Onshore Gas

CORPORATE ACKNOWLEDGMENT M

STATE OF T DK )
county of et o
boa Hoghe B haddeid

)
a ] )')-El:) f"' h N . P2 AT T :

n this, the J. day of° zji! ks 2040 | before me ), the undersigned officer,
persanally appeared M.K. Wiliams! who acknowledged himself t0 be the Lang Manager - Onshore Gas of
Statoli USA Onshore Progerties Inc , a corporation, and that he as such Lend Manager — Qnshore Gas, being
authorized to do o, executed foregoing instrument for the purpose therein conteined by signing the name
of the corporation by himself as Land Manaager— Onshore Gas.

) S5

IN WITNESS WHEREOF, | hereunto set my hand and officiat sea!.

Ty i BT S Pk N I T e TR AT AL -4-55

P S, wrATHER SUTARETH SHILIVAM .|§

H Hotery Fublic. Siate ol Texas H
My Loramis sign Expies

" Gototer 15, 2013 ,g

My Commmigsion Expires; _ U2 AN~ 2015 .

. iV ey e UM L s s
signatureiNotary Pusli | it 4 Cligcedll_ Nl
Name/Notary Public {printy: i) !

-~

This document prepared by:
Chesapeake Appalachia, L.L.C.
6100 N. Western Avenue

P.0. Box 18498

Oklahoma City, OK 73118
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waest virginia deporment of environmental protection

Offfee of Qil and Gas ' Austin Caperton, Cabinet Secretary
60t 57T Swreet, 8.8, depwy.gov
Charleston, WV 25304

(304) 926-0450

Fax: (304) 926-0452

_ July 5,2018
Dear Mr. MclMahon:
The following is the information requested back to O0G’s FY2012 Abandoned Well Plugging Program
(ABWP). Yon also requested status of QOG’s abandoned enforcement efforts and up-dated numbers. I
updated FY2017 and FY2018 numbers along with the Consent Order numbers.

Abandoned Well (Enforcement) —
Abandoned Status (System Que . 12674;
API abandoned statusSUERNERRNRRS
Current # wells on Consent Ordem 3409
Current # Operators/Orders:  62;
Verified Wells Abated from Orders; 1771

Abandoned Well Plugging Program (ABWP)
Current Well Inventory (Wells Verified/Ranked): 1155;

Reclamation Funding (State):
FY2018 - 0 wells plugged and 2 site clean-up projects and one safety project;
FY2017 - 2 wells plugged;
FY2016 - 0 wells plugged;
FY2015 - I well plugged and 1 site clean-up project;
FY2014 - 2 wells phugged and 2 site clean-up projects;
FY2013 - 1 well plugged;
FY2012 - 1 well plugged and 1 site clean-up project.

OPA Fuonding (Federal):
FY2018 — G weils plugged;
FY2017 - 1 wells plugged; 1 clean-up
FY2016 - 4 wells plugged;
FY2015 - 1 well plugged;
FY2014 - 7 wells plugped;
FY2013 - 10 wells plugped;
FY2012 - 7 wells plugged

WVDEP QOG fiscal year period bogins July 1 and ends June 30%he next year.
Sincercly,

J. Scott Rodeheaver,
Assistant Chief Enforcement

Promoting a heslthy snvironmeant,




County

County
Barbour
Boone
Braxton
Brooke
Cabell
Cathoun
Clay
Doddridge
Fayette
Gilmer
Grant
Hancock
Harrison
Jackson
Kanawha
Lewis
Lincoln
Logan
Marion
Marshall
Mason
McDowell
Mercer
Mineral
Mingo
Monongalia
Nicholas
Ohio
Pendleton
Pleasants
Pocahontas
Preston
Putnam
Raleigh
Randolph
Ritchie
Roane
Taylor
Tucker
Tyler
Upshur
Wayne
Webhster
Wetzel
Wirt
Wood
Wyoming

Non-Producing Wells with Operator Out of Business

Number

Orphaned Wells By County

151
88
169
A
5%
360
269
366
49
411
18
12
238
93
246
233
206
53
239
a7
20
66
11
17
65
173
85

334

34
71
70
96
633
414
61

149
194
206

217
134
203
123

i e e v



Orphaned' Well "Oil and Gas Reclamation Fund (#3322)" Activity

[P S

Diata from 2003 through 2010 from DEP annual reports. Dasa frors 2010 through 2014 from report made by DEF pursuani 10 W.Va Code 22-6-29(4),
Numberof wells plugged with State and Federal mongy came from FOIA request.
Fiscal Beginning Bond Permit TOTAL Personal Benefits | “Unclassified™ TOTAL Number of Ending § Number of Total
Year 3 Forfeitures Fees Reveate Services {Plugging Expenditures Wells OFL Wells Wells
Proceeds? coptractsT) Plugged - Plagged with Plugged
with FEDERAL
STATE Mouvey from
Money Other Funds
GG3-2004 § 594,066.32 $204,100.00 | $298,166.32 i} 5878.66 $390.06 $118,410.34 8119,679.03 W $178,487.29 ?
2004-2005 | $178,487.00 | $213%,500.00 [ §391,987.00 {| $3,146.00° | $888.00 D182,742.60 $186,776.00 : $2035,211.0¢ 7
2005-2006 | §205,211.00 | $5,000.00 $394,850.00 | $355,850.00 1| 554,369.00 | $19,014.00 | 318127500 $254,658.00 & £3350,403.00 ?
20062007 | $350,404.00 | $20,000.00 | $416,500.00 | $436,500.00 {| $32,528.00 | $11,002.00 | $263.715.00 £307,249.00 “ $479,655.00 ?
2007-2008 | 5479,634.00 $525,350.00 | $523,250.00 || $64,077.00 | $21,010,06 | $220.081.00 $305,168.00 N $697.736.04 ?
. . 2
2008-200%9 | 8697,735.00 207000 | $345.070.00 1] £71,607.00 | 822,155.00 | $503,057.00 $596.819.90 N\ $445.286.0C 2
20092010 | $445,986.00 | $50,000.00 | $269,250.00 | $259,282.00 || $67,017.00 | $20,170.00 | 3459,266.40 $546,453.00 $158.815.0¢ 3 20
2010-2011 | $158,815.00 | $50,000,00 | $184,500.00 | $234,500.60 |} $54,255.00 | $15.334.00 | 586,457.00 $153,586.00 $220. 72040 21 28
2011-2012 | $239,725.00 $130,630.00 | $130,676.00 |} $43,098.00 { $17,590.00 | $159,240.00 $219.928.60 m £150,477.00 7 8
o
2012-2013 1 8150,477.00 | $5,000.00 141,400.00 1 146,400,080 1] $32,517.00 : $17.852.00 £50,768.00 $246,108.00 % g
2613-2014 | $246,108.00 $141,250.00 { $141,250.00 || 52433.00 ;36,2400 |$116212.00 $126,5%3.00 $260,788.00 & 10
5,521 Srelormaited 20 15082 5. wpd.

ClserpDave Bocwnentsihiy FileOp S urface Lega el PPanitionA bandoned W etk YeacChortMinney201

1 Condusingly, the statutes and rules uze the term "zbandoned well” for a wel that has not been produsced for one year and dots not have 5 "beri fide future use®. However, some “abandoned webls” still have

*tesponsible operator” with 3 bond on the well and 5o those wells are not really "abandonedd” i the normal sense of the word. Othier wells noforiger bave 2 responsible operdicr with 5 bund oo the well. This chert

vses the term orphened weils” for wells that no longer have a bonded responsible aperator.

- Bond amounts are 5000 »,o\ single weil bonds {untammon) and $30,00 for blanket bonds {common pracuce),
leam? Probably only six $5000 bonds 2nd tvear $54,000 bonds betweer; 2004 and un 141

3. Presurnabiy the sstanics of stite inspector oversesing plugiing program,

3

4, “+" means some work.other than actual well pluggmg wag done with the siancy.

fte aff of th
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West Virginia Oil and Natural Gas Association
and
Independent Oil and Gas Association of West Virginia, Inc.

Comments to the Proposed Legislative Rule, 112 C.S.R. 16,
"Reporting and Claiming Unknown and Unlocatable Interest Owners
Reserved Interests"

To:  West Virginia Treasurer's Office
Attn: Diana Stout
1900 Kanawha Blvd. East, Building 1, Room E145
Charleston WV 23305

Via E-mail: Diana.Stout@wvsto.com

The West Virginia Oil & Natural Gas Association ("WVONGA") and the Independent
O1l & Gas Association of West Virginia ("[OGA") appreciate the opportunity to submit the
following joint comments on the proposed new legislative rule, Reporting and Claiming
Unknown and Unlocatable Interest Owners Reserved Interests, 112 C.S.R. 16 ("Proposed Rule™)
implementing the Unknown and Unlocatable Interest Owners Act, W. Va. Code §37B-2-1 et
seq. ("UUIO Act"). The Proposed Rule was submitted to the West Virginia Secretary of State on
June 27, 2018, including a notice that written comments must be submitted to the West Virginia
State Treasurer's Office ("Treasurer"), by Noon, July 27, 2018. WVONGA and IOGA
(sometimes jointly referred to herein as "Commenters” or "the Associations") are recognized as
representing virtually the entire oil and gas industry in West Virginia. These comments are
submitted without prejudice to any member of WVONGA or [OGA submitting comments,
including comments that may be inconsistent with these comments, concerning the Proposed
Rule.

The Associations

Chartered in 1915, WVONGA is one of the oldest trade organizations in West Virginia,
and serves the entire oil and gas industry. The activities of WVONGA members include
construction, environmental services, drilling, completion, gathering, transporting, distribution
and processing of oil, natural gas and their constituents. WVONGA members operate in almost
every county in West Virginia and employ thousands of people across the State, with payrolls
totaling hundreds of millions of dollars annually. Members have cumulative investment of
nearly ten billion dollars in West Virginia, account for most of the production and recent well
work permits, operate more than 20,000 miles of pipeline across the state and provide oil and
natural gas to more than 300,000 West Virginia homes and businesses. As such, WVONGA’s
members have a keen interest in all aspects of regulation associated with o1l and gas activities,
including the Proposed Rule.



Formed m 1959, IOGA 1s a statewide nonprofit trade association that represents
companies engaged in the extraction and production of natural gas and o1l in West Virginia, as
well as the companies that support these extraction and production activities. IOGA was formed
to promote and protect a strong, competitive and capable independent natural gas and oil
producing industry in West Virginia, while also protecting the natural environment of our state.
IOGA has been 1n exastence during times of boom and bust and its members have a long history
of driving innovation in exploration and development of West Virginia’s oil and gas reserves.
IOGA members operate in virtually every county in West Virginia and have a longstanding
tradition of working with state agencies to help regulators understand existing operations and
new innovations and how to reasonably and effectively regulate specific activities.

It 1s 1n this spirit of experience and partnership with Treasurer's office that WVONGA
and IOGA offer these comments.

A. General Comments

As an initial matter, the Associations appreciate the effort the Treasurer's office put into
developing the Proposed Rule and the Associations support the objectives of the Proposed Rule
to establish efficient and understandable rules for collecting, reporting and processing of funds
payable to unknown and unlocatable interest owners m development of oil and natural gas
reserves. Commenters recognize that the Proposed Rule 1s premised in significant part on the
Uniform Unclaimed Property Act ("UUP Act") and the legislative rule, 112 C.S.R. 5,
implementing the UUP Act. However, the Associations urge the Treasurer to acknowledge and
differentiate the obligations of holders of funds or assets under the UUP Act and the UUIO Act.
For instance, the unknown and unlocatable interest owners under the UUIO Act have never
actively engaged in any financial or contractual interaction with an operator/holder from which
to develop identity or location information. Moreover, the holders do not hold themselves out as
depositories of assets for the owners. Instead, the interest owners are minority owners in oil and
gas mineral properties that have not been actively involved with their own property management.
The o1l and gas operators/holders have never had the ability to make payments to the unknown or
unlocatable interest owners. There are significant differences between the UUIO and UUP Acts
and, thus, the limited to nonexastent relationship between the operator/holder of assets and the
potential owner/claimants should be clearly reflected in the Proposed Rule.

1. The Proposed Rule Should Expressly Provide That It Is Limited To Interest
Owners Under the Cotenancy Modernization and Majority Protection Act

The UUIO Act was part of House Bill 4268 (2018 Reg. Sess.) which also enacted the
Cotenancy Modernization and Majonty Protection Act, W. Va. Code § 37B-1-1 et seq.
("Cotenancy Act"). The definition of "unknown or unlocatable interest owner" is contained in the
Cotenancy Act, W. Va. Code §37B-1-3, which relates only to owners of o1l or natural gas and
their constituents in connection with the development of o1l and natural gas pursuant to the
Cotenancy Act. The definition itself already includes specific search efforts before an interest
owner may be designated as "unknown or unlocatable." Specifically, the definition requires:



"(A) A reasonable review of the records of the clerk of the county
commission, the sheriff, the assessor, and the clerk of the circuit court in the
county or counties in which the mterest is located, and includes unknown heirs,
successors and assigns known to be alive;

(B) A reasonable inquiry in the vicinity of the owner's last known place of
residence;

(C) A diligent inquiry into known interest owner's in the same tract; and

(D) A reasonable review of available internet resources commonly utilized
by the industry."

Thus, the definition of unknown or unlocatable interest owner can only be utilized 1n the context
of o1l and natural gas development in accordance with the Cotenancy Act and the Proposed Rule
should expressly be so limited.

2. The Proposed Rule Should Include All Necessary Definitions In Full Or By
Specific Reference to the Cotenancy, UUIO or UUP Acts

Because of the significant differences between the underlying purpose of the Cotenancy
and UUP Acts and the possibility of conflict or confusion in terms, the Associations request that
the Proposed Rule include either specific language for each definition or incorporation by
reference to the statutory language in which the definition originates. For example, the term
"reserved inferests" exceeds the scope of the payments required to be made to "unknown or
unlocatable interest owners” in the Cotenancy Act. In addition, many of the defined terms in the
UUP Act are inapplicable to or inconsistent with the Proposed Rule. Thus, greater precision in
the defined terms is important to the understanding and implementation of the Proposed Rule.!

B. Specific Comments to Proposed Rule

§112-16 - Reporting and Claiming Unknown and Unlocatable Interest Owners Reserved
Interests

§112-16-1.1 -- Please revise the "Scope” to recognize that the UUIO Act is in furtherance and
implementation of the Cotenancy Act which is article 1 to Chapter 37B, as follows: "1.1 Scope. -
- This rule implements the provisions of West Virginia Code §37B-2-1, ef seq., relating to the
Unknown and Unlocatable Interest Owners Act and the provisions of West Virginia Code §37B-
1-1. et seq.. relating to the Cotenancy Modemization and Majority Protection Act which defines
"unknown or unlocatable interest owners” forming the purpose of and need for the Unknown and
Unlocatable Interest Owners Act.”

§112-16-2.2 -- Please revise the definition of "holder" for consistency with the Cotenancy Act as
follows: "Holder" means an operato pefseﬂ—er—eﬁf&ty obhgated to hold for the account of or
deliver or pay to, S : :

"'While this language is not in the Proposed Rule itself, Commenters alsc observe that in Note D, "Explanaticn of
Above Estimates" explaining the Fiscal Note Detail, reference is made in the 3™ line which indicates that the

" Administrator is to transfer moneys frem the Oil and Gas Reclamation Fund and the PETA Stability Fund,” but the
word "from" should be "to."



unknown or unlocatable interest owner a prorata share of production rovalty, paid on gross
proceeds received at the first point of sale to an unaffiliated third-party purchaser and free of
post-production expenses. equal to the highest rovalty percentage paid to his or her consenting
cotenants in the same mineral propertv. under a bona fide, arms-leneth lease transaction and
lease bonus and delav rental pavments or other non-rovalty mineral pavments, calculated on a
weighted-average net mineral acre basis as set forth in W. Va. Code §37B-1-4(b)(1).

§112-16-2.4 -- Please revise for consistency with the Cotenancy Act as follows: "Owner" means

the-person-or-eptit—that-ownsaReserveddnterestan unknown or unlocatable interest owner.

§112-16-2.5 -- Please revise for consistency with the Cotenancy Act as follows: "Property”
means areservedinterestunderthe-Aetmonies owed o an unknown or unlocatable interest
owner based on a prorata share of production rovalty, paid on sross proceeds received at the first
point of sale to an unaffiliated third-party purchaser and free of post-production expenses. equal

to the highest rovalty percentage paid to his or her consenting cotenants in the same mineral

property, under a bona fide, arms-length lease transaction and lease bonus and delav rental

pavments or other non-rovalty mineral pavments. calculated on a weighted-average net mineral
acre basis as set forth in W. Va. Code §37B-1-4(b)(1).

§112-16-2.  -- Please add the definition of "unknown or unlocatable interest owner" from the
Cotenancy Act as follows: “Unknown or unlocatable interest owner” means a person vested with
a present ownership interest in the oil or natural gas and their constituents in place in a mineral
property whose present identity or location cannot be determined from:

{A) A reasonable review of the records of the clerk of the county commission, the sheriftf, the
assessor, and the clerk of the circuit court in the countv or counties in which the interest is
located, and includes unknown heirs, successors and assigns known to be alive;

(B) A reasonable inquiry in the vicinity of the owner’s last known place of residence;

(C) A diligent inquiry into known interest owners in the same tract; and

(D) A reasonable review of available Internet resources commonly utilized by the industry.”

§112-16-2.  -- Please insert the definition of "operator” from the Cotenancy Act as follows:
“Operator” means any owner of at least an undivided three-fourths mterest of the nght to
develop. operate and produce oil. natural gas. or their constituents. and to appropriate the oil,
natural eas. or their constituents produced therefrom.

§112-16-2. -- Please add the definitions of "consenting cotenant,” "post-production expense,”
"prorata share" and "rovalty owner" from the Cotenancy Act as follows: The terms "consenting
cotenant." "post-production expense," "prorata share" and "rovalty owner" shall have the

meanings ascribed to each in W. Va. Code §37B-1-3.

§112-16-3 -- Please revise this section to recognize that the courts are the arbiters of conflicts in
statutory construction and not the Treasurer as follows: "The Act and the UUPA are to be read in
conjunction with each other and not in conflict. Inthe-eventofecontlict-the-administratorshall

estabhsh-the-controlinoproviston-




§112-16-4 -- Please delete this section and renumber subsequent sections accordingly as there is
no need for a presumption of abandonment under the Cotenancy Act which determines the
conditions under which an owner of an oil and gas interest qualifies as an unknown or
unlocatable interest owner triggering reporting and payment of funds to the Treasurer. The
monies owed unknown or unlocatable interest owners 1s not abandoned, but 1s to be deposited in
the Unknown and Unlocatable Interest Owners Fund and administered in accordance with the
UUIO Act. There is no conﬂlct with the UUPA that requlres reference to a presumptlon of
abandonment. "R ; ; wh

§112-16-5.1 -- Please delete the first sentence of section 5.1 because the due diligence is already
performed before an oil and gas interest 1s qualified by definition as owned by an "unknown or
unlocatable interest owner" under the Cotenancy Act. Likewise the Cotenancy Act does not
require due diligence searches prior to each quarterly report. Once the interest 1s qualified as an
unknown or unlocatable interest owner, it remains so until the interest owner is identified or
located, but the holder should not be required to perform new due diligence four times a vear. In
any event the words "of a reserved interest in the possession of the holder” should be deleted
because the definition of "owner"” includes the ownership interest. Section 5.1 should read as

&dmfmsiffa{er— Holders may not charge the expenses of 1dent1fymg or looatmg an owner against
the amount owed the owner."

§112-16-5.3 -- The Associations recognize that the quarterly filing requirement is consistent with
the language in the UUIO Act, but requests that the Treasurer create a safe harbor from penalties
for reports filed within 65 days of the end of a calendar quarter. For example, production data
for the month of June may not be available until August to enable the calculation of rovalties
owed. The filing of a report that encompasses information for an entire calendar quarter on the
day after the calendar quarter closes is unrealistic and some recognition and accommodation for
that fact should be made in the Proposed Rule. Specifically, the Associations request that the
Treasurer issue in the Proposed Rule a blanket extension of the filing date to "65 days following
the end of each calendar quarter” pursuant to the Treasurer's authority in W. Va. Code §37B-2-
4(c). In addition, the Associations request that the Proposed Rule incorporate language
regarding the first report date consistent with the Cotenancy Act. Commenters propose the
following language: "Holders of a+eservedinterestprestmed-abandenedan owner's property
shall within 120 days from the datc upon which an amount is reserved for an owner and cach
calendar quarter thereatter shalHfile a verified report with the administrator by the f#st65th day
etthe-menth-following thatthe end of each subsequent calendar quarter and containing the
following:"

§112-16-5.3(a) -- The Associations question whether the use of the term "legal description” 1s
appropriate in that a metes and bounds legal description will be long and cumbersome in most
instances and will not provide as useful information as a tax map and parcel number for the
mineral tract. Commenters propose the following: "(a) any information that identifies the
reservedowner's interest, including without limitation, the lesal-deseription-ottherealproperty
tateresttax map and parcel number of the mineral interest, name of the county and district in
which the mineral prepertyparcel is located, and division orders;"




§112-16-5(b) -- The Associations remind the Treasurer that operators have not had a business
relationship with the unknown or unlocatable interest owners, so operators are less likely to have
the type of detailed mmformation that a financial institution would more likely have related to the
UUP Act. Please revise subpart 5(b) to clarify that such information need only be reported "if
known" and a commitment by the Treasurer to not disclose such personal information to third
partles to the full extent permlt‘[ed by law to read as follows: "a-destenation-ofthereserved

H & t waer-ardto the extent known by the holder
in the detcnnlnatlon and designation of an unknown or unlocatable interest owner, allsuch
information known about the uakrewn-eruntesatable-owner, including, without limitation, asy
names, addresses, social security number or taxpayer identification number, date of birth, date of
death, drversHeense-number—tclephone numbers and e-mail addresses, which information the
admimistrator shall refrain from making public to the fullest extent permitted bv law;"

§112-16-5(c) -- Please revise this subpart to use "property"” in place of "reserved interest”
because "property” is defined as the payments made in accordance with the Cotenancy Act
which is more precise than the definition of "reserved interest.” This change is similarly
proposed in other sections of the Proposed Rule. The subpart should read as follows: "(c) date or
dates which the reservednterestproperty became payable under the-AetArticle 1 of Chapter 37B
of the West Virginia Code."

§112-16-5.4 -- Please revise this subsection to conform to the revisions to the definitions as

follows: "Holders shall remit the ameunt-efanv-reserved-trterestowner's property concurrently
with the filing of the associated report.”

§112-16-5.5 -- Since the information available to a holder will not be the same for cach owner
and report, please revise this subsection to clarify the scope of incomplete or missing information
as follows: "A report 1s not considered an adequate report if the administrator determines the
report 1s incomplete or missing information known to the holder and required pursuant §112-16-
5.3 of this rule or the remittance does not match the report. If the administrator determines the
report is not adequate, the administrator shall notify the holder and the holder shall file a
corrected report or remittance, or an explanation for the absence of information or any
inconsistency identified by the administrator, with the administrator within twenty calendar days
after the administrator returned the report or remittance_to the holder."

§112-16-5.7 -- The Associations believe that this subsection 1s overly broad and should be
revised to be consistent with the relationship of the holder and owner under the Cotenancy Act
which does not include a lease agreemnet and to limit the information to relevant, non-privileged
and non-proprietary information as follow: "If the administrator is unable to locate an owner
within one year of receiving the initial report for that owner, the administrator may contact the
holder and ebtairequest any other information from the holder that is reasonably related to
identifving and locating the owner that the holder may have pertaining to the reserved
taterestowner. The holder shall provide any information_reasonably requested by the
administrator if known or avatlablete 1n possession of the holder that is not privileged or
proprletary 1nclud1ng Wlthout 11rn1tat10n any prior payments to the owner, s#ermationabout-the

: =t =t sted—well work permits involving the owner's
1nterest—&ﬂe—ep+n+enﬁ—ﬁ4mgﬁdﬂth-&n¥ge¥eﬁnmeﬂmkeﬂn$y and the names and any other
avattable-information pertaining to family members, guardians, conservators, joint owners, co-
owners, co-tenants and beneficiaries.”




§112-16-5.8 and 5.9 -- Please revise these subsections to reasonably restrict the records to be
made available and to reflect that a report 1s timely if filed pursuant to an extension of the
deadline as follows: "5.8 Records of a holder, reasonablv related to identifving or locating an
owner, in the event the holder fails to submit an adequate report or remittance within the time
required by the Act,or such later date as approved bv the administrator, are subject to
examination.” AND "5.9 The administrator may assess interest and penalties_in accordance with
W. Va. Code §36-8-24, against a holder failing to file a report and remittance on or before the
time specified in the Act, or such later date as approved by the administrator.

§112-16-5.12(a) -- Please revise this subpart to remove the sentence regarding due diligence
which 1s performed in the determination of whether a mineral interest qualifies as an unknown or
unlocatable interest owner and to expand the category of "reasonable cause" to include
accounting requirements as follows: "(a) A request by a holder for an extension of time to report
or remit the amount due shall include a reasonable cause for delaving the report or remittance.
Reasonable cause includes, but is not limited to, timing limitations on closing books and records
for a calendar quarter, a natural disaster, criminal activity related to the holder's books and
records, or a recent change in the form of ownershlp of the holder through merger, acqu151t10n or
reorganization - ; ]

dilicencerequired-under-subsection51-of this+ule:"
§112-16-6 -- Please revise this section to conform to the revised definitions as follows: "Holders

shall remit the ameunt-ofareservednterestproperty of the owner in the manner determined by
the administrator, including, without limitation, by electronic funds transfer."

§112-16-10.1 -- Please add a time limitation upon the payment of money to the holder under this
subsection as follows: "In the event a holder pays a claim to an owner for property previously
paid to the administrator, the holder may file a request for reimbursement with the administrator.
The administrator will verifv the payment is for property previously reported and paid. The
holder shall provide the documentation requested by the administrator and then the administrator
shall reimburse the holder within 45 davs of the date the administrator verifies the pavment is for
property previously reported and paid to the administrator.”

§112-16-13 -- Please delete this section because it is inconsistent with the requirements in the
UUIC Act to pay certain proceeds to the Oil and Gas Reclamation Fund and the Public
Employees Insurance Agency Stability Fund and the right of surface owners to acquire the

owner's mterest in the mineral estate: "Hthere4sno-takerundertheprovisionsof W VaCode




WVONGA and IOGA request that these comments be given serious and careful
consideration and would be willing to meet with the Treasurer, or his designees, to discuss these
comments. We look forward to reviewing the response to comments required pursuant to the
West Virginia Administrative Procedures Act.

Respectfully Submitted,

West Virginia Oil and Natural Gas Association Independent Oil and Gas Association
of West Virginia, Inc.

By: Anne C. Blankenship By: Chanlic Dund

Its:  Executive Director Its:  Executive Director
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